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ILLINOIS COMMERCE COMMISSION 1 

DOCKET NO. 23-_____ 2 

DIRECT TESTIMONY OF 3 

JAMES C. BLESSING 4 

Submitted on behalf of 5 

AMEREN ILLINOIS COMPANY 6 

I. INTRODUCTION 7 

A. Witness Identification 8 

Q. Please state your name and business address. 9 

A. James (Jim) C. Blessing. 10 Richard Mark Way, Collinsville, Illinois, 62234. 10 

Q. By whom are you employed and in what capacity? 11 

A. I am Vice President, Regulatory Policy and Energy Supply for Ameren Illinois 12 

Company (Ameren Illinois or the Company). 13 

Q. Please generally describe Ameren Illinois. 14 

A. Ameren Illinois is a combination gas and electric public utility that was created in 15 

2010 from three legacy Illinois utilities: Central Illinois Public Service Company, Central 16 

Illinois Light Company, and Illinois Power Company. Ameren Illinois is a subsidiary of 17 

Ameren Corporation. Ameren Illinois provides electric delivery service to approximately 1.2 18 

million customers and gas delivery service to approximately 816,000 customers within its 19 

service territory, which generally covers approximately 43,700 square miles of urban and rural 20 

environments in the central and southern portions of Illinois. Ameren Illinois owns, operates, 21 

and invests in, for the purpose of serving Illinois customers’ energy needs, a complex electric 22 

and gas delivery system that includes about 4,500 miles of electric transmission lines, 46,000 23 
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miles of electric distribution lines, 18,200 miles of natural gas transmission and distribution 24 

mains, and 12 underground natural gas storage fields with a total capacity of approximately 24 25 

billion cubic feet. Ameren Illinois’ electric system directly serves about 27 customers per 26 

mile, with an additional 500,000 served indirectly through 24 cooperatives and 50 27 

municipalities. The system’s large footprint, regional diversity, and the low number of 28 

customers per mile present unique challenges, which inform the implementation of the new 29 

performance based ratemaking framework as I discuss below. 30 

Q. What are your responsibilities as Vice President, Regulatory Policy and Energy 31 

Supply for Ameren Illinois? 32 

A. In this role, I direct power procurement, natural gas procurement, regulatory policy and 33 

rates, regulatory affairs, and energy efficiency for Ameren Illinois. 34 

Q. Please describe your educational and professional background. 35 

A. Please see my Statement of Qualifications, which is appended to this testimony. 36 

Q. Have you previously testified before the Illinois Commerce Commission? 37 

A. Yes. I’ve testified on Ameren Illinois’ behalf in multiple proceedings before the 38 

Commission involving regulatory and power procurement issues.  39 

B. Purpose, Scope, and Identification of Exhibits 40 

Q. What is the purpose of your direct testimony in this proceeding?  41 

A. I support Ameren Illinois’ proposed tariffs implementing a 4-year Multi-Year Rate 42 

Plan (Rate Plan) under Section 16-108.18 of the Public Utilities Act (Act).  43 

 My testimony covers several topics towards that end: 44 



Ameren Exhibit 1.0 

Page 3 of 43 

 

 

 First, I explain Ameren Illinois’ vision, mission, and values, as they form the core of 45 

the services and value that Ameren Illinois continuously strives to provide its customers and 46 

thus are the foundation for the Rate Plan that Ameren Illinois presents here.  47 

 Second, while I am not a lawyer, I explain the comprehensive performance-based 48 

electric delivery service ratemaking framework, which includes the multi-year rate plan and 49 

related annual adjustment process, Ameren Illinois' approved performance metrics, and the 50 

multi-year integrated grid planning process established by Public Act (PA) 102-0662.  It is 51 

under that framework that Ameren Illinois petitions the Commission for approval of its Rate 52 

Plan, which aligns utility performance with significant customer value and service.  53 

 Third, I explain how Ameren Illinois' performance-based ratemaking proposal is 54 

consistent with applicable statutory objectives. 55 

Fourth, I provide an overview of Ameren Illinois’ proposed Rate Plan.  56 

 Finally, I discuss Ameren Illinois' proposed rate phase in. 57 

 Before I do all of that, however, I introduce the other witnesses who are providing 58 

direct testimony in support of Ameren Illinois’ Rate Plan in this proceeding. 59 

Q. Please introduce the other witnesses who sponsor testimony for Ameren Illinois. 60 

A. The other witnesses supporting Ameren Illinois’ Rate Plan are as follows: 61 

 62 

Witness Subject Areas  

Jim Blessing Overview of Performance Based Ratemaking Framework, Multi-Year 

Rate Plan, Rate Phase-In 

Ron Stafford Revenue Requirement, A-C Schedules, Information provided for 2021-

2027, Tax Allocation Agreement 

Susan Keith Excess Deferred Taxes, Rider PER, Rate Case Expense 
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Hector Irizarry-Robles Forecasted Rate Base, O&M, G Schedules, Forecast process 

Jason Klein Electric Operations, Operation and maintenance (O&M) expense 

Steve Wolter Capital Investments, Investment plan, Major projects 

Darryl Sagel Capital Structure, Debt/Equity Ratio 

Dylan W. D’Ascendis Return on Equity 

Joseph Weiss Cash Working Capital 

Mike Adams Operation of Ameren Illinois MYRP compared to other states: MYRPs in 

other states - use of escalators 

Kelly Hasenfratz Incentive Compensation 

Jonathon Jackson Rate PBR-R Tariff, Rate Design/Bill Impacts, Other Tariff changes  

Julia Ballard Annual Adjustment Reconciliation  

Andy Abendroth ECOSS 

Matt Tomc Rate Case Expense Affidavit 

Q. Are you sponsoring any exhibits with your direct testimony? 63 

A. No. 64 

Q. Are you offering any legal opinions in your direct testimony? 65 

A. No.  While I offer my understanding of certain new provisions enacted by PA 102-66 

0662, none of my testimony offers any legal opinions. 67 
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Q. What are the conclusions of your direct testimony? 68 

A. The objectives of the performance-based ratemaking framework are substantial – in 69 

short, they are intended to take Illinois through a clean energy transition.  To meet those 70 

objectives will necessarily require certain investments to be made by Ameren Illinois, and, 71 

frankly will result in increases in customer rates in the short term.  But the level of investment 72 

and the costs reflected in Ameren Illinois' Rate Plan are necessary to support the objectives of 73 

the clean energy transition and, over the long term, arrive at a more stable rate environment. 74 

Supportive regulatory treatment to allow Ameren Illinois to raise the necessary capital to fund 75 

those investments and recover the reasonable and prudent costs associated with the clean 76 

energy transition is therefore essential. Limiting the scope of Ameren Illinois' Rate Plan 77 

investments and cost recovery in the short term will only delay the work needed to support the 78 

clean energy transition and prolong the rate impacts of that transition.  Therefore, and for the 79 

reasons I state in my testimony as well as those explained by Ameren Illinois’ other witnesses 80 

in this proceeding, I recommend that the Commission approve Ameren Illinois’ proposed Rate 81 

Plan. 82 

II. AMEREN ILLINOIS’ VISION, MISSION, AND VALUES 83 

Q. Please summarize Ameren Illinois’ vision, mission, and set of values. 84 

A. Consistent with its obligations as an Illinois public utility regulated by the 85 

Commission, as I understand them, Ameren Illinois provides safe, adequate, efficient, and 86 

reliable service to Illinois customers, in a least-cost manner to those customers given its 87 

service obligations. But Ameren Illinois’ vision, mission, and values, which align with those 88 

of the broader Ameren organization, go beyond Ameren Illinois’ public utility obligations. 89 

Ameren Illinois’ vision is to lead the way to a sustainable energy future—by delivering 90 
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significant long-term value to Ameren Illinois’ customers, the communities it serves, its 91 

shareholders, and the environment. Ameren Illinois’ mission is to power the quality of life—92 

for customers, co-workers, and communities. And Ameren Illinois’ values are reflected in the 93 

way Ameren Illinois does business—promoting safety, integrity, respect, diversity, equity and 94 

inclusion, accountability, stewardship, teamwork, and an unwavering commitment to 95 

excellence.  96 

Q. Why are Ameren Illinois’ vision, mission, and values important here? 97 

A. Ameren Illinois’ vision, mission, and values drive the high quality service that Ameren 98 

Illinois continuously endeavors to provide customers. So, Ameren Illinois' proposed 99 

performance based ratemaking framework generally, and Rate Plan specifically, is intended, 100 

first and foremost, to support Ameren Illinois' continuing provision of safe, adequate, 101 

efficient, and reliable service to Illinois customers in a least-cost manner given its service 102 

obligations.  But in addition, the proposed performance-based ratemaking framework I discuss 103 

below is aligned in many ways with Ameren Illinois' goal of delivering significant long-term 104 

value to Ameren Illinois’ customers, the communities it serves, its shareholders, and the 105 

environment. 106 

III. PUBLIC ACT 102-0662: PERFORMANCE-BASED RATEMAKING 107 

FRAMEWORK  108 

Q. What is your familiarity with PA 102-0662? 109 

A. I am generally familiar with PA 102-0662, which I understand from legal counsel 110 

became effective on September 15, 2021. As I understand it, PA 102-0662 changed the Act by 111 

adding or amending provisions, so that the Act now provides for, among other things, 112 

implementation of a formalized multi-year integrated electric infrastructure planning process 113 
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overseen by the Commission and an optional multi-year performance-based electric delivery 114 

service ratemaking framework, which is intended to promote certain utility, customer, 115 

community, and environmental objectives enunciated by the General Assembly.  I discuss 116 

specific statutory performance-based ratemaking framework objectives below. 117 

Q. Please generally explain the new electric infrastructure planning process. 118 

A. As I understand it, the Commission now has a greater role facilitating the development, 119 

planning, and implementation of electric infrastructure improvements and additions. Prior to 120 

PA 102-0662, the Commission largely reviewed the prudence and reasonableness of electric 121 

utility infrastructure investment after the fact, except in instances where the law required or a 122 

utility sought a certificate of public convenience and necessity before construction, or in 123 

connection with certain categories of investment under the Energy Infrastructure 124 

Modernization Act, Public Act 97-0616, 220 ILCS 5/16-108.5 (EIMA).  Now, however, the 125 

Commission will oversee a forward looking, multi-year planning process for investment, 126 

including a multi-year integrated grid planning process, that considers the State’s energy 127 

needs and goals, as well as the input of various stakeholders.  128 

Q. Please describe the multi-year integrated grid plan (Grid Plan). 129 

A. Among other things, PA 102-0662 added Section 16-105.17, entitled “Multi-Year 130 

Integrated Grid Plan,” to the Act. In general, this Section requires each electric utility serving 131 

more than 500,000 retail customers in Illinois to formulate and submit for Commission 132 

approval a Grid Plan that, over a five-year planning horizon, coordinates distribution system 133 

investments in such a way as to effectuate certain broad policy goals set forth in the Act.  134 

Section 16-105.17 prescribes detailed substantive and informational requirements with which 135 
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Grid Plans must comply. The Commission initiated a docket, Docket 22-0487, for the purpose 136 

of determining whether the Grid Plan filed by Ameren Illinois is reasonable, complies with 137 

the objectives and requirements of Section 16-105.17, and reasonably incorporates input from 138 

parties. It is my understanding that Ameren Illinois' Rate Plan filing must be consolidated with 139 

Docket 22-0487 after the Rate Plan is filed. 140 

Q. Please generally explain PA 102-0662’s multi-year performance-based ratemaking 141 

framework. 142 

A. As I understand it, PA 102-0662 also created a new multi-year rate plan development 143 

and approval framework for electric utilities that, like Ameren Illinois, serve more than 144 

500,000 customers in the State and participate in EIMA’s formula ratemaking framework.  145 

Each utility that elects to participate in the new framework would file a petition proposing 146 

tariffs implementing a 4-year Multi-Year Rate Plan, which I refer to as the Rate Plan, no later 147 

than, January 20, 2023. Under the new framework, the Commission will set electric delivery 148 

service rates for each year in a future four-year period of the Rate Plan.  The Rate Plan must 149 

include an investment plan that is consistent with the Grid Plan. After each year of the Rate 150 

Plan, the Commission will review, reconcile, and order annual adjustments to revenue 151 

requirements previously approved for the Rate Plan, subject to certain limitations. The 152 

framework will also include “performance incentive mechanisms”—cost of equity rewards or 153 

penalties tied to the utility’s performance related to various of the multi-year performance-154 

based ratemaking framework’s objectives, as measured by specific “performance metrics” that 155 

the Commission establishes for each utility.  156 
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Q. Has the Commission established performance metrics for Ameren Illinois? 157 

A. Yes. In Docket 22-0063, the Commission approved seven performance metrics, as part 158 

of Ameren Illinois Rider PBR-M, including: 159 

• Metric 1, a two-part reliability metric focused on: 1) a systemwide improvement to 160 

SAIDI; and 2) a component focused on improving an average of Environmental 161 

Justice (EJ)/Restore, Reinvest, Renew (R3) community specific System Average 162 

Interruption Duration Index (SAIDI), System Average Interruption Frequency 163 

Index (SAIFI), CEMI4 and CELID performance. 164 

• Metric 2, a two-part peak load reduction metric focused on: 1) peak load reduction 165 

through increased enrollment in Rider EVCP; and 2) measured peak load reduction 166 

attributable to demand response programs that result in offsetting Ameren Illinois 167 

Customer's resource adequacy needs. (I would note that the Commission has 168 

granted a request for rehearing on this metric). 169 

• Metric 3, a supplier diversity metric that includes a year-over-year increase from a 170 

baseline for electric spend with diverse suppliers (in addition to offering related 171 

programming to overcome market barriers and grow and sustain diverse suppliers). 172 

• Metric 4, an affordability metric that measures a year-over-year reduction in 173 

disconnections over a baseline focused on 20 zip codes in Ameren Illinois’ service 174 

territory, with associated conditions. 175 

• Metric 5, an interconnections metric that develops an index to measure the 176 

timeliness of Ameren Illinois’ review of Part 466 interconnection requests and 177 

assigns value and performance to decreased processing time, weighted for the size 178 

of the project. 179 
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• Metric 6, a customer service metric that requires the Company to answer an 180 

increasing percentage of CSR-answered customer calls in less than or equal to 60 181 

seconds; and 182 

• Metric 7, a reliability and affordability hybrid metric that measures a year-over-183 

year increase in the percentage of customers on a circuit with distribution 184 

automation schemes. 185 

The Commission also approved dozens of tracking metrics, as well as the creation of a 186 

central, publicly available repository for all the tracked information. Each metric is reflected 187 

in Ameren Illinois' approved Rider PBR-M tariffs, which is attached to the testimony of 188 

Ameren Illinois witness Jackson, and appendices, exemplars of which were filed on December 189 

5, 2022. Rider PBR-M provides for basis point penalty or reward adjustments to Ameren 190 

Illinois' return on equity. These performance adjustments will be reflected in Ameren Illinois 191 

annual adjustment process, discussed in more detail by Ameren Illinois witness Ballard. 192 

Q. Can the performance metrics be changed in this Rate Plan proceeding? 193 

A. My understanding is no, they cannot. The Commission found in Docket 22-0063, the 194 

performance metrics docket, that Ameren Illinois cannot "defer any finalization of the 195 

performance metrics to other dockets. Indeed, Ameren will be unable to decide whether to file 196 

a Multi-Year Rate Plan or a Section 9-201 rate case this January if these metrics are not 197 

determined in this final Order." 198 

Q. Has Ameren Illinois elected to file a Multi-Year Rate Plan? 199 

A. Yes, as set forth in its Petition and testimony in this proceeding. Ameren Illinois' Rate 200 

Plan will be implemented through a tariff, Rate PBR-R, applicable to all electric delivery 201 
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services customers. Rate PBR-R is attached to and discussed in the testimony of Mr. Jackson. 202 

Ameren Illinois’ initial Rate Plan will be in effect from the January 2024 through December 203 

2027 billing periods, and the Company must file a new Rate Plan at least 300 days prior to the 204 

end of the initial Rate Plan and every four years thereafter, unless the Company elects to file a 205 

general rate case. 206 

Q. How do the Grid Plan and the Rate Plan relate to each other? 207 

A. The Grid Plan, attached to the testimony of Ameren Illinois witness Steve Wolter in 208 

Docket 22-0487 (Ameren Ex. 2.0GP), includes among other components a set of operating 209 

practices, expenditures and investments driven by the Company's core priorities of safety and 210 

reliability, resiliency, clean energy transition, and customer experience. These investments 211 

and expenditures necessarily are reflected in the Rate Plan, and the Rate Plan investment plan 212 

must align with the Grid Plan. The Commission must consolidate its investigation of the 213 

utility’s initial Rate Plan with the proceeding to establish the Grid Plan (pursuant to Section 214 

16-105.17) no later than 45 days after filing.  Given this interrelation and required 215 

consolidation, my testimony refers to the Grid Plan in a number of instances. 216 

Q. What is your understanding of the objectives of the performance-based ratemaking 217 

framework? 218 

A. As I understand it, the multi-year performance-based ratemaking framework generally 219 

seeks to balance  many different objectives: maintain and improve service reliability and 220 

safety, particularly in economically disadvantaged, EJ, and R3 communities; decarbonize 221 

utility systems; encourage cost-effective clean energy investments, including investments 222 

designed to deploy and integrate distributed energy resources (DERs) onto the grid; choose 223 
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cost-effective assets and services when appropriate; maintain affordability; maintain and grow 224 

utility workforce and supplier diversity; improve customer service performance and 225 

engagement; address the particular burdens faced by consumers in economically 226 

disadvantaged, EJ, and R3 communities; and implement or enhance supplier diversity 227 

programs.  228 

Q. What role does Ameren Illinois’ performance based ratemaking proposal play with 229 

respect to these general objectives? 230 

A. Performance based ratemaking, if implemented in a supportive regulatory 231 

environment, can support achievement of PA 102-0662's statutory objectives. Crucial to this 232 

is Ameren Illinois’ ability to recover its prudently incurred costs and earn a return that will 233 

allow the investment needed to continue to ensure reliable service and support the clean 234 

energy transition envisioned by PA 102-0662 and the performance based ratemaking 235 

framework. At the same time, Ameren Illinois recognizes the importance of mitigating rate 236 

impacts associated with the clean energy transition, and so continues to implement measures 237 

designed to manage costs and drive efficiency throughout the company.  238 

Q. Are you aware of any other existing state objectives for utility performance? 239 

A. Yes. Since 2012, Ameren Illinois has been recovering its costs to provide electric 240 

delivery service to Illinois customers under EIMA’s formula ratemaking framework. The 241 

provisions of EIMA were enacted in 2011 and will sunset on December 31, 2022. They 242 

include certain requirements for an electric utility, like Ameren Illinois, that elected to 243 

participate in EIMA’s ratemaking framework to commit to, over a ten-year period, creating a 244 

certain number of full-time equivalent jobs in Illinois related to the provision of electric 245 
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service and making certain incremental levels of investment in electric transmission and 246 

distribution infrastructure system upgrades, grid modernization projects, and training 247 

facilities. The provisions of EIMA also include a performance-based component, pursuant to 248 

which a participating electric utility incurs cost of equity penalties should it fail to achieve 249 

incremental improvements over baseline values, ratably over a ten-year period, on specific 250 

performance metrics established by EIMA: SAIFI; Customer Average Interruption Duration 251 

Index (CAIDI); total number of customers who exceed the service reliability targets; reduction 252 

in issuance of estimated electric bills; reduction of consumption on inactive meters; and 253 

reduction of uncollectible expense. Increasing opportunities for minority-owned and female-254 

owned business enterprises is also an EIMA performance metric, but the utility’s performance 255 

on that metric is not tied to any financial adjustment. 256 

Q. Has Ameren Illinois achieved success on its EIMA commitments and performance 257 

metrics? 258 

A. Yes.  Over the last decade, Ameren Illinois delivered on its EIMA commitments and 259 

improved grid reliability as measured by performance metrics.  Over the past ten years, 260 

Ameren Illinois has directly and indirectly created over 1,400 Illinois jobs, achieved a 20% 261 

reduction in service interruptions annually, saved customers an average of $55 million per 262 

year, installed 1.2 million smart meters, and spent $2.4 billion with diverse suppliers—263 

certified minority-owned, veteran-owned, and women-owned businesses. 264 

Q. Do the new multi-year performance-based ratemaking framework’s objectives 265 

relate to EIMA’s performance metrics? 266 
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A. In my opinion, many of the PA 102-0662 objectives essentially pick up from, expand 267 

on, and add to where EIMA’s left off when EIMA sunset at the end of last year. In Section 16-268 

108.18, the General Assembly finds that the new comprehensive performance-based 269 

regulation framework “should revise existing utility regulations to position Illinois electric 270 

utilities to effectively and efficiently achieve current and anticipated future energy needs of 271 

this State, while ensuring affordability for customers.”1 Section 16-108.18 also provides that 272 

the Commission should approve performance metrics under PA 102-0662’s framework that 273 

“ensur[e] no degradation in the significant performance improvement achieved through 274 

previously established performance metrics.”2 275 

Q. In your opinion, do the new performance-based ratemaking framework’s objectives 276 

align with Ameren Illinois’ own objectives? 277 

A. Yes, I see a general alignment with many of the objectives.  Again, in addition to its 278 

obligations as an Illinois public utility, Ameren Illinois operates pursuant to a vision, mission, 279 

and set of values that seek to balance the pursuit of a sustainable energy future; powering the 280 

quality of life for customers, co-workers, and communities; and continuously promoting 281 

safety, integrity, respect, diversity, equity and inclusion, accountability, stewardship, 282 

teamwork, and a commitment to excellence.  These are similar to the objectives that PA 102-283 

0662 encourages utilities to achieve through the performance-based ratemaking framework.  I 284 

discuss how Ameren Illinois' performance based ratemaking proposal meets these objectives 285 

in more detail in the next section. 286 

 
1 220 ILCS 5/16-108.18(a)(8). 
2 220 ILCS 5/16-108.18(e)(2). 
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IV. HOW AMEREN ILLINOIS' PERFORMANCE BASED RATEMAKING 287 

PROPOSAL MEETS PA 102-0662'S OBJECTIVES 288 

Q. Is Ameren Illinois' performance based ratemaking proposal designed to meet the 289 

specific objectives of PA 102-0662? 290 

A. Yes, as I discuss below with respect to both the General Assembly's findings on 291 

performance based ratemaking and the specific objectives set out in the Act. Ameren Illinois' 292 

performance based ratemaking proposal is designed, through a variety of investments, 293 

programs, performance incentives and initiatives, to meet these objectives. As should be clear 294 

from this discussion, investment is needed and costs must be incurred to support these 295 

objectives and the clean energy transition. To do this, a constructive regulatory environment 296 

will be essential. 297 

Q. What are the legislative findings of the General Assembly in adopting performance-298 

based ratemaking under the new law? 299 

A. Based on my (non-lawyer) review of the findings of the General Assembly, I 300 

understand the goals of PA 102-0662 to be quite broad and transformative – in effect a “clean 301 

energy transition” to position Illinois electric utilities to “effectively and efficiently achieve 302 

current and anticipated future energy needs” of the state.  The General Assembly’s findings 303 

include that “improving the alignment of utility customer and company interests is critical to 304 

ensuring equity, rapid growth of distributed energy resources, electric vehicles, and other new 305 

technologies that substantially change the makeup of the grid and protect Illinois residents and 306 

businesses from potential economic and environmental harm from the State's energy systems” 307 

and that “there is urgency around addressing increasing threats from climate change and 308 

assisting communities that have borne disproportionate impacts from climate change, 309 
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including air pollution, greenhouse gas emissions, and energy burdens.” 310 

Q. How does Ameren Illinois’ performance based ratemaking proposal address those 311 

findings? 312 

A. Meeting Illinois’ broad goals as I understand them, while at the same time continuing 313 

to maintain safe, adequate, and reliable service, will require ongoing investment by Ameren 314 

Illinois. So the Rate Plan investment plan is an important component of achieving those state 315 

goals. Under the Act, the Rate Plan investment plan must be consistent with the Grid Plan, 316 

which will also play a significant role in supporting the achievement of the state’s clean 317 

energy goals as outlined in PA 102-0662. Under the Rate Plan investment plan and the Grid 318 

Plan, the Company will maintain its focus on providing safe and reliable power to its 319 

customers. However, to meet the clean energy future envisioned in PA 102-0662, Ameren 320 

Illinois will build upon foundational investments made to date in the electric distribution 321 

system while identifying new tools, capabilities, and investments necessary to support the 322 

clean energy transition and meet customers’ evolving expectations. In all of Ameren Illinois’ 323 

efforts to support PA 102-0662’s policy objectives, the Company will balance its core 324 

responsibility to deliver clean, safe, reliable, and affordable power to customers with making 325 

needed investments to support the clean energy transition.   326 

Q. You mentioned Ameren Illinois will maintain its focus on providing safe and 327 

reliable power to its customers.  Does that focus support Illinois energy goals? 328 

A. Absolutely.  In my view, the provision of safe, adequate, and reliable service, in 329 

addition to being a fundamental requirement of the Act (which PA 102-0662 has not 330 

changed), is a bedrock principle of utility service, and a foundation without which the goals of 331 
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Illinois' clean energy transition cannot be achieved. As discussed in the Grid Plan, the 332 

foundational grid modernization investments made to date enable the Company to meet 333 

customer needs and the objectives of the Act, including supporting the clean energy transition. 334 

For example, without these basic reliability investments, DER penetration will be constrained 335 

from optimal levels. Moreover, I understand certain of the Commission's approved 336 

performance metrics to incentivize Ameren Illinois to improve service reliability, not just 337 

maintain the status quo. 338 

Q. What are the specific statutory objectives of the performance-based ratemaking 339 

framework? 340 

A. Section 16-108.18 lists nine objectives that “Through coordinated, comprehensive 341 

system planning, ratemaking, and performance incentives, the performance-based ratemaking 342 

framework should be designed to accomplish…" I address each of these nine objectives in the 343 

questions below.  344 

Q. Does Ameren Illinois’ performance-based ratemaking proposal, including its Rate 345 

Plan and Grid Plan, meet these objectives? 346 

A. As I understand the objectives, yes. Ameren Illinois’ performance-based ratemaking 347 

proposal meets these objectives in a variety of ways, including through Grid Plan and Rate 348 

Plan investments, proposed operational programs and performance metrics. I discuss each 349 

objective individually below; however, the discussion is illustrative and, given the breadth of 350 

the objectives and the investments and programs necessary to meet them, should not be 351 

construed as an exhaustive list of the ways in which Ameren Illinois’ performance-based 352 

ratemaking proposal meets these objectives. 353 
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Q. How does Ameren Illinois’ performance-based ratemaking proposal “maintain 354 

and improve service reliability and safety, including and particularly in environmental 355 

justice, low-income and equity investment eligible communities [EIECs]?” 356 

A. Under Ameren Illinois' performance based ratemaking proposal, the Company plans 357 

and implements reliability initiatives that are designed to maintain and enhance the reliability 358 

of its distribution grid.  Not only do these initiatives maintain and enhance the grid, they 359 

enhance the Company's ability to efficiently and effectively respond to and restore electric 360 

service to customers, following disruptions caused by storms and other significant events.  361 

The efficient, safe, and timely restoration of service helps to maintain the safety of the public, 362 

which is heavily dependent upon electric energy to meet their needs individually and 363 

collectively. In supporting the reliability and resiliency of the system, these initiatives also 364 

enable the clean energy transition. 365 

As discussed by Ameren Illinois witness Klein, these reliability initiatives include, but 366 

are not limited to inspection programs, animal mitigation, lightning protection, underground 367 

cable replacement, and automation projects.  Mr. Klein also provides examples of O&M 368 

activities that Ameren Illinois has performed in recent years to strengthen safety and 369 

reliability of the distribution system.  Proactive initiatives and activities such as these are part 370 

of the steps Ameren Illinois has implemented, and plans to continue to implement, under its 371 

performance based ratemaking proposal to maintain and improve the adequacy, safety, and 372 

reliability of its electric delivery system throughout its service territory, including assets and 373 

infrastructure located in environmental justice, low-income, and equity investment eligible 374 

communities.  375 
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The Commission has also approved performance metrics that will be in effect during 376 

the 2024 – 2027 timeframe that address performance in EIECs.  Examples include Metric 1, 377 

relating to improvement of system average interruption duration index (SAIDI), both system 378 

wide and in EJ/R3 communities, and Metric 7, relating to installment of distribution 379 

automation systemwide and in EJ/R3 communities. 380 

Q. How does Ameren Illinois’ performance-based ratemaking proposal “decarbonize 381 

utility systems at a pace that meets or exceeds State climate goals, while also ensuring the 382 

affordability of rates for all customers, including low-income customers"? 383 

A. A key way in which Ameren Illinois’ performance-based ratemaking proposal supports 384 

decarbonization of utility systems is Ameren Illinois' proposed beneficial electrification plan 385 

(BE Plan), filed with the Commission in Docket 22-0431. The BE Plan has been incorporated 386 

into the Company's Grid Plan, and thus, by extension, into the Company's performance based 387 

ratemaking proposal.  The BE Plan lays out the steps the Company will follow to support 388 

Illinois' goal of one million electric vehicles on the road by 2030. 389 

The BE Plan, much like the Grid Plan, has many objectives related to ensuring that the 390 

benefits of beneficial electrification are delivered to all customers, particularly low-income 391 

customers and customers located in environmental justice and EIECs.  For example, the 392 

Company will offer time-of-use delivery rates that allow electric vehicle (EV) owners to fuel 393 

(or charge) their vehicles during periods when electricity demand is lowest and the cost of 394 

delivering that power is lower.  Customers who elect to take advantage of such rates will 395 

experience lower delivery prices to charge their vehicles than they would otherwise 396 

experience. And customers benefit even if they don't own an EV, because the rate structure 397 

should lower overall delivery rates through optimized charging, thus benefiting all customers. 398 
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Other elements of Ameren Illinois’ performance-based ratemaking proposal will also 399 

support decarbonization. One example is Metric 5, which incentivizes year-over-year 400 

improvements in the timeliness for utility review of DER interconnection requests – achieving 401 

this metric will mean improvements in the timing of interconnection reviews for carbon-free 402 

DER. 403 

Ameren Illinois has also engaged in the construction and operation of two solar pilot 404 

projects in EIECs of East St. Louis and Peoria, Illinois.  Energy generated in these facilities 405 

and supplied to AIC customers will reduce the consumption of energy generated with carbon 406 

fuels such as coal and natural gas.  I discuss Ameren Illinois initiatives to maintain the 407 

affordability of rates below. 408 

Q. How does Ameren Illinois’ performance-based ratemaking proposal support “cost-409 

effective investments that support achievement of Illinois' clean energy policies?” 410 

A. As I understand it, Section 16-105.17 of the Act (related to the Grid Plan) includes 411 

several references to cost-effective investment.  However, the concept of cost-effectiveness as 412 

part of Ameren Illinois' investment decisions is not new.  The Company analyzes potential 413 

costs and benefits for the purpose of evaluating investments and investment-related decisions 414 

in its current business processes.  This provides a clear rationale to determine which 415 

investments meeting a certain threshold should be made, using the available data and 416 

assumptions at the time the decision is made.  Grid Plan witness Andrew Cottrell discusses the 417 

cost-effectiveness framework proposed for Ameren Illinois' Grid Plan, which includes 418 

multiple methodologies to assess cost effectiveness dependent upon the type of grid 419 

investment. 420 
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Additionally, the State has authorized or directed the use of specific benefit-cost 421 

analyses (BCAs) for particular areas of investment directed by the law, such as energy 422 

efficiency, voltage optimization, and beneficial electrification investments.  Such BCAs have 423 

proven to be effective tools for considering investments that do not otherwise fall into 424 

customer-driven, regulatory-driven, or core investment categories which are best met with a 425 

standard cost-assessment approach.  426 

Further, through its Rate Plan, the Company will make investments that are designed 427 

to support a transition to a clean-energy environment, including safety and reliability 428 

investments. These Rate Plan investments will be reviewed by the Commission to ensure they 429 

are prudent and reasonable.  In addition, the Company will be subjected to performance 430 

metrics that either penalize or reward the Company's performance, which I view as an added 431 

assurance that investments will be cost-effective. 432 

Q. How does Ameren Illinois’ performance-based ratemaking proposal “choose cost-433 

effective assets and services, whether utility-supplied or through third-party contracting, 434 

considering both economic and environmental costs and the effects on utility rates, to 435 

deliver high-quality service to customers at least cost?” 436 

A. As indicated above, Ameren Illinois' existing business processes, investment planning 437 

and vendor selection consider cost-effectiveness already. For the proposed Grid Plan, this is 438 

further discussed by Mr. Cottrell.  439 

One area of relevance to this objective is Non-wires alternatives (NWAs), which offer 440 

an opportunity to use alternative solutions to defer or replace traditional utility infrastructure 441 

investments, potentially resulting in cost savings for customers and societal benefits while 442 

maintaining system performance. NWAs are typically associated with the use of DERs such 443 



Ameren Exhibit 1.0 

Page 22 of 43 

 

 

as energy storage and distributed generation as well as non-traditional tools such as targeted 444 

demand response and energy efficiency. Implementation of NWAs can be accomplished in a 445 

variety of ways, including utility-owned assets and third-party solutions, and may potentially 446 

incorporate one or more of these options in the implemented solution. As stated in the Grid 447 

Plan, Ameren Illinois supports non-traditional investments in line with emerging industry 448 

practices.  NWAs also align with the Company’s grid vision priority to support the clean 449 

energy transition. 450 

 More broadly, Ameren Illinois is required by the Act to "provide service and facilities 451 

which are in all respects adequate, efficient, reliable and environmentally safe and which, 452 

consistent with these obligations, constitute the least-cost means of meeting the utility's 453 

service obligations."3 And Ameren Illinois only recovers in rates those costs for assets and 454 

services which the Commission reviews and finds are prudently incurred and reasonable in 455 

amount. Ameren Illinois' service to its customers, under the performance based ratemaking 456 

proposal, remains subject to these requirements, as it always has.  457 

Q. How does Ameren Illinois’ performance-based ratemaking proposal “maintain the 458 

affordability of electric delivery services for all customers, including low-income 459 

customers?” 460 

A. One of the key ways Ameren Illinois works to maintain the affordability of electric 461 

delivery services for customers is to continually look for opportunities to control O&M 462 

expenses.  As discussed below and in more detail by Ameren Illinois witnesses Irizzary-463 

Robles and Klein, these cost control efforts are based on appropriate system controls, 464 

budgeting, and planning. Further, the Company mitigates rate increase impacts on its 465 

 
3 220 ILCS 5/8-401. 
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customers through its robust portfolio of energy efficiency programs and provides support to 466 

customers who may face challenges in paying their bills.  Certain of Ameren Illinois' 467 

performance metrics are related to affordability. And Ameren Illinois is proposing a Rate 468 

Phase-in Plan to mitigate the initial rate increase in 2024 under the proposed Rate Plan. 469 

Q. How does Ameren Illinois work to control O&M costs? 470 

A. As described more fully by AIC Witnesses Irizzary-Robles and Klein, the Company 471 

has system controls in place that require approval of projects, job requisitions, and purchase 472 

orders to ensure that all projects and expenditures are approved by the appropriate level of 473 

management. AIC also uses its approved annual budget to manage and control costs, and AIC 474 

conducts ongoing reviews of the budget to ensure that costs are maintained within approved 475 

projections. Ameren Illinois witness Klein discusses a number of cost control initiatives that 476 

Ameren Illinois has implemented and continues to use, including but not limited to, 477 

standardization of the process for working with customers on new facilities, cost containment 478 

for contractors, use of Ameren Illinois' automated JULIE screening program, street light 479 

replacement on failure, underground cable replacement vs repair, enhanced vegetation 480 

management, and changing various substation maintenance tasks from a time-based 481 

maintenance strategy to a reliability-based maintenance strategy, reducing technician trips.  482 

These efforts have allowed Ameren Illinois to keep O&M expense increases relatively 483 

flat.  As explained by Mr. Irizzary-Robles, a comparison of historical 2018 to forecasted 2027 484 

O&M show O&M increasing at a compounded annual growth rate (CAGR) of only 1.7%, 485 

which drops to 1.0% if incremental O&M associated with implementation of PA 102-0662 486 

and the Multi-year Integrated Grid Plan is excluded.  These CAGRs are below the inflation 487 

rate assumptions used for non-labor related expenses in the test years. 488 
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Q. What customer support mechanisms does Ameren Illinois offer? 489 

A. As I mentioned above, the Company also provides support to customers who may face 490 

challenges in paying their electric bills.  Such support includes offering payment agreements, 491 

providing customers the option to  enroll in the Company's budget billing program, advising 492 

customers of the Low-Income Heating Assistance Program (LIHEAP), Percentage of Income 493 

Payment Plan (PIPP), and the Arrearage Reduction Program (ARP), and providing direct 494 

financial assistance via grants of up to $350 to low- to moderate-income individuals who don't 495 

qualify for Federal assistance during the winter and grants of up to $200 to seniors (60+), 496 

disabled and those with medical conditions requiring air conditioning in the summer through 497 

Warm Neighbor Cool Friends (WNCF).  Customers are also able to participate in energy 498 

efficiency programs, including free home energy assessments to income-qualified customers 499 

and home efficiency upgrades to other customers.   500 

Q. Are there other aspects of Ameren Illinois' performance based ratemaking proposal 501 

that help maintain the affordability of electric delivery service rates? 502 

A. Yes. As noted above, one component of Ameren Illinois' performance based 503 

ratemaking proposal is Performance Metric 4, which incentivizes a year-over-year reduction 504 

in disconnections over a baseline focused on 20 zip codes in Ameren Illinois' service territory. 505 

In addition, Ameren Illinois intends to mitigate the impact of increased rates as a result 506 

of the necessary expenditures to support the clean energy transition by phasing in the 507 

increased rates, as allowed by the statute.  That is, as I understand it, the statute provides 508 

utilities the opportunity to defer up to 50 percent of the initial rate increase for subsequent 509 

recovery over 12 to 24 months.  Employing a phase-in approach will dampen the initial rate 510 

impact customers will experience while yet allowing the Company to recover its prudently 511 
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incurred costs and expenditures.  I discuss this further below.   512 

Q. How does Ameren Illinois’ performance-based ratemaking proposal "maintain 513 

and grow a diverse workforce, diverse supplier procurement base and, for relevant 514 

programs, diverse approved-vendor pools, including increased opportunities for minority-515 

owned, female-owned, veteran-owned, and disability-owned business enterprises”? 516 

A. Under the Supplier Diversity performance metric, Metric 3, approved by the Illinois 517 

Commerce Commission in Docket 22-0063, the Company defines "diverse suppliers" as 518 

minority, women, and veteran/service-disabled businesses certified by reputable certifying 519 

organizations (MWVBEs).  In that proceeding, the Commission approved a supplier diversity 520 

metric that includes a 2 percent year-over-year increase from a 31 percent baseline for electric 521 

spend with diverse suppliers (in addition to offering related programming to overcome market 522 

barriers and grow and sustain diverse suppliers). 523 

Under this metric, Ameren Illinois will also report on supplier diversity services by 524 

goals, program results, demographics, and geography, with separate reporting by category of 525 

minority-owned, female-owned, veteran-owned, and disability-owned business enterprises.  526 

Ameren Illinois will also provide education workshops focused on nurturing supplier 527 

development and enhancing opportunities to do business with Ameren Illinois. 528 

Q. How does Ameren Illinois’ performance-based ratemaking proposal “improve 529 

customer service performance and engagement?” 530 

A. One of the four key priorities guiding Ameren Illinois' plans and investment in the 531 

Grid Plan is "Customer Experience." Ameren Illinois' vision is to enable greater customer 532 

engagement, empowerment, and options for energy service through expanded education and 533 
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programs based on customer needs, and implementing new technology to improve the 534 

customer experience, while continuing to prioritize affordability, equity, and improved 535 

customer service systems. Many of the investments, programs, and plans proposed in this Grid 536 

Plan directly impact the customer experience. Customer expectations of reliable, resilient, and 537 

clean energy service are increasing as customers rely more and more on their electric service 538 

to power their daily lives. Investments made to sustain and strengthen reliability and resiliency 539 

directly impact the experience of Ameren Illinois customer.  540 

In addition, the Final Order in Docket 22-0063 approves several customer-focused 541 

performance metrics. As outlined in Ameren Illinois' Grid Plan, Metric 4: Affordable 542 

Customer Delivery Service Costs requires the Company to reduce residential disconnections 543 

in the 20 zip codes with the highest disconnection ratio by 10 percent annually over the four-544 

year period 2024 to 2027.  For Metric 6, the Commission approved a customer service metric 545 

that requires the Company to increase incrementally over the four-year performance period, 546 

from 85% to 88%, the percentage of CSR-answered customer calls in less than or equal to 60 547 

seconds. Further, as set out in the Grid Plan, Ameren Illinois is identifying broad customer 548 

experience trends that are driving change across the industry and translating those trends into 549 

key points to inform our customer strategy. 550 

Q. How does Ameren Illinois’ performance-based ratemaking proposal address the 551 

“particular burdens faced by consumers in environmental justice and equity investment 552 

eligible communities?” 553 

A. As explained in the Grid Plan, Ameren Illinois’ support for the clean energy transition 554 

has the potential to benefit environmental justice and EIECs. Examples of direct benefits 555 

include the Company’s energy efficiency offerings, which enable customers to save on their 556 



Ameren Exhibit 1.0 

Page 27 of 43 

 

 

electric bills. Similarly, Ameren Illinois’ investments in the distribution system as well as 557 

advanced systems and capabilities will better enable DER adoption. Community solar in 558 

particular can also translate to bill savings for customers in EIECs. Investment in the electric 559 

distribution system also creates and supports jobs and enables economic development, 560 

including in EIECs. These communities may also experience indirect benefits from the clean 561 

energy transition, such as improved health incomes associated with cleaner air from 562 

transitioning to renewable sources of generation and EVs. Ameren Illinois will support efforts 563 

to bring the benefits of grid modernization and clean energy, such as the deployment of DERs, 564 

to all customers and support efforts to bring at least 40 percent of those benefits to EIECs. 565 

Also, Ameren Illinois' performance metrics 1, 4, and 7 each have a specific focus on 566 

making improvement for consumers in environmental justice and equity investment eligible 567 

communities.  Furthermore, as outlined in Ameren Illinois' proposed BE Plan, the Company 568 

stresses equitable access to clean energy and related jobs in investment eligible and/or low-569 

income communities.  The BE Plan outlines how the Company will address the financial and 570 

other challenges to electric vehicle usage in low-income communities and strategies for 571 

overcoming those challenges.  The proposed BE plan was developed to support the adoption 572 

of electrification through time-of-use delivery rates, assistance with infrastructure costs, and 573 

focused education and outreach, with particular emphasis on equity investment eligible and/or 574 

low-income communities.  575 

Q. How does Ameren Illinois’ performance-based ratemaking proposal “implement 576 

or otherwise enhance current supplier diversity programs?” 577 

A. Ameren Illinois demonstrates its commitment to supplier diversity through efforts to 578 

build a robust pipeline of diverse suppliers and develop their relationships with Ameren 579 
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Illinois.  As discussed above, Ameren Illinois' Supplier Diversity performance metric (Metric 580 

3) builds upon the Company's commitment to supporting the development and growth of 581 

qualified, ready, and able diverse businesses.  The Company, as part of the performance 582 

metric, will provide education workshops that aim to nurture supplier development and 583 

enhance opportunities for diverse businesses to work with Ameren Illinois.  Through these 584 

efforts Ameren Illinois expects to increase diverse business participation in professional 585 

services, subcontracting, and prime contracting opportunities while addressing barriers to 586 

access that include cyber security, quality management and other administrative burdens.   587 

Q. Will meeting these objectives require ongoing investment by Ameren Illinois? 588 

A. Yes. The Act requires ongoing investment by Ameren Illinois over the four years 589 

covered by the Rate Plan. This investment is necessary both to meet Ameren Illinois' core 590 

responsibility to deliver safe, secure, reliable, and resilient power to customers and to support 591 

the clean energy transition. As discussed in the Grid Plan, to develop the necessary grid and 592 

customer capabilities, Ameren Illinois will need to upgrade some existing systems, and in 593 

many cases, implement new systems and technologies. The Company considered three 594 

categories of grid investment to support meeting performance based ratemaking objectives: 595 

(1) Baseline Investments – to maintain safe and reliable service to customers; (2) 596 

Foundational Investments - to enable modernization of the distribution grid to provide greater 597 

grid availability and security that is foundational to any level of DER adoption and 598 

electrification, and so provide the basic building blocks for increased operational flexibility 599 

and visibility, including communications infrastructure, metering and sensing, SCADA, and 600 

ADMS upgrades, distribution automation, redundancy, infrastructure hardening, and voltage 601 

optimization; and (3) Incremental Investments – to build on foundational investments to 602 
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enable advanced system functionality and support efforts to achieve clean energy transition 603 

policy goals. 604 

Q. How can a constructive regulatory environment support the investment needed to 605 

meet these objectives? 606 

A. The level of investment and the costs reflected in Ameren Illinois' Rate Plan are 607 

necessary to achieve the objectives of the clean energy transition and, over the long term, 608 

arrive at a more stable rate environment. Supportive regulatory treatment to allow Ameren 609 

Illinois to raise the necessary capital to fund those investments and recover the reasonable and 610 

prudent costs associated with the clean energy transition is therefore essential. Supportive 611 

regulatory treatment in my view includes authorization of a capital structure and rate of return 612 

adequate to maintain credit ratings and attract capital, aligned with investor expectations, and 613 

with returns on investments comparable to companies with similar risks, and allowing 614 

Ameren Illinois to recover its prudently incurred and reasonable costs. This includes recovery 615 

of the full scope of Ameren Illinois' investment plan, which reflects the investments necessary 616 

to both meet the core responsibility to provide safe, adequate and reliable service and the 617 

investment necessary to build on Ameren Illinois' foundational investments to support the 618 

clean energy transition. To limit the scope of Ameren Illinois' Rate Plan investments and cost 619 

recovery in the short term will only delay the work needed to facilitate the clean energy 620 

transition and prolong the rate impacts of that transition. 621 

V. OVERVIEW OF AMEREN ILLINOIS’ 2024-2027 MULTI YEAR RATE PLAN 622 

Q. Please provide an overview of Ameren Illinois’ proposed Rate Plan for 2024-2027. 623 

A. As indicated, the Rate Plan is implemented through tariff, Rider PBR-R, sponsored by 624 

Mr. Jackson. The Rate Plan establishes the base rates that will be charged for each year of the 625 
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4-year period to be covered by the plan – here 2024-2027. The Rate Plan includes the 4-year 626 

investment plan and a description of the utility’s major planned investments (including all 627 

investments of $500,000 or greater for Ameren Illinois). This 4-year investment plan is 628 

consistent with the utility’s Grid Plan, as described in Section 16-107.17 of the Act. The Rate 629 

Plan establishes the cost of equity based on Commission practice and law, establishes a 630 

revenue requirement that is reflective of the actual capital structure for the applicable calendar 631 

year, and provides for recovery of prudent and reasonable projected operating expenses.   632 

Q. At a high level, what are AIC’s proposed revenue requirements for each year 2024-633 

2027? 634 

A. The following table depicts the proposed rate base and revenue requirement for each 635 

year of the Rate Plan.  636 

 Rate Base Revenue Requirement 

2024  $4.325  $1.282 

2025  $4.639  $1.373 

2026  $4.958  $1.477 

2027  $5.278  $1.556 

Dollar amounts are shown in billions of dollars, 

 637 
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Q. What is AIC’s proposed rate of return? 638 

A. The Company's proposed overall rates of return (ROR) for each year of the 2024-2027 639 

are shown in the following table.  The table also shows the rate of return on common equity 640 

(ROE) that is incorporated into each overall ROR. 641 

 Return on Equity Overall Rate of Return 

2024 10.5% 7.645% 

2025 10.5% 7.710% 

2026 10.5% 7.728% 

2027 10.5% 7.758% 

 642 

Q. What are the key drivers of the revenue requirements for 2024-2027? 643 

A. The key drivers of the revenue requirements for the 2024-2027 operating years 644 

include, but are not limited to, the cost of plant investment, cost of capital, depreciation, 645 

administrative and general expenses, and necessary operations and maintenance expenses.  646 

The following table depicts, by year, the amount of each key driver and its percentage of the 647 

revenue requirement. 648 
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 649 

These key drivers to revenue requirements are explained in greater detail in the testimonies of 650 

other AIC witnesses, including Mr. Jason Klein (O&M expense), Mr. Steve Wolter (plant 651 

investment), Mr. Dylan D’Ascendis (cost of equity capital), and Mr. Darryl Sagel (overall 652 

weighted cost of capital). 653 

Q. Are there other items that will impact the delivery services rates in the years 2024 654 

through 2027?  655 

A. Yes, in addition to the changes in revenue requirements, the delivery services revenues 656 

projected to be collected from customers in the years 2024 through 2027 will also be impacted 657 

by changes in sales of electricity from prior years (which is supported further by Mr. Jackson) 658 

and by the Rate Phase In I discuss later in my testimony.  The table below presents the key 659 

drivers discussed above, but with the addition of additional revenues necessary to make up 660 

loss of sales of electricity.  The table below reconciles the Company's total un-mitigated4 661 

revenue requirement used to set rates with the key drivers of revenue requirement discussed 662 

above. 663 

 
4 Un-mitigated means proposed revenue requirement prior to any rate phase in proposed by the Company in this 

proceeding.  

Amt % Amt % Amt % Amt %

Cost of Capital / Capital Structure  $ 106.2 65%  $     1.7 2%  $     1.5 1%  $   1.6 2%

Rate Base Investment and Depreciation  $   60.8 38%  $   50.9 56%  $   63.6 61%  $ 65.0 83%

O&M Expense  $   30.2 19%  $   15.2 17%  $   11.7 11%  $   4.4 6%

A&G Expense  $     1.0 1%  $   22.9 25%  $   26.7 26%  $   7.1 9%

FRU Reconciliation and ROE Collar  $  (37.3) -23%  $       -   0%  $       -   0%  $     -   0%

Other  $     1.4 1%  $     0.3 0%  $     0.4 0%  $   0.4 1%

 Change in Revenue Requirement   $ 162.2  $   91.0  $ 103.9  $ 78.5 

Key Drivers of the Increase in Revenue Requirement by Year ($ Millions)

Major Driver
2024 2025 2026 2027
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 664 

Q. How will the proposed rate changes affect residential customers? 665 

A. Company witness Jackson addresses the impact to residential customers' bills of 666 

changes to base delivery service rates, and discusses price changes required to achieve the 667 

proposed revenues for these customers.  668 

Q. Does the proposed Rate Plan reflect the objectives of PA 102-0662? 669 

A. Yes, as I discussed above. In alignment with the objectives of PA 102-0662, the 670 

proposed Rate Plan and the associated Grid Plan include investments necessary to maintain 671 

safe, adequate and reliable service, enable modernization of the distribution grid, and support 672 

the clean energy transition in Ameren Illinois’ territory.  The topical sections of the Grid Plan 673 

detail programs and investments the Company plans to make to meet the objectives of the 674 

legislation and support the clean energy transition. The Rate Plan investment plan, sponsored 675 

by Mr. Wolter, provides detail on these investments for projects that exceed $500,000. 676 

Overall, the plant investment necessary to ensure the reliability of the system and support the 677 

clean energy transition totals nearly $3.5 billion over the 2023-2027 time period. 678 

Amt % Amt % Amt % Amt %

Cost of Capital / Capital Structure  $ 106.2 65%  $     1.7 2%  $     1.5 1%  $   1.6 2%

Rate Base Investment and Depreciation  $   60.8 38%  $   50.9 56%  $   63.6 61%  $ 65.0 83%

O&M Expense  $   30.2 19%  $   15.2 17%  $   11.7 11%  $   4.4 6%

A&G Expense  $     1.0 1%  $   22.9 25%  $   26.7 26%  $   7.1 9%

FRU Reconciliation and ROE Collar  $  (37.3) -23%  $       -   0%  $       -   0%  $     -   0%

Other  $     1.4 1%  $     0.3 0%  $     0.4 0%  $   0.4 1%

 Change in Revenue Requirement   $ 162.2  $   91.0  $ 103.9  $ 78.5 

Loss of Sales Revenue  $   13.1  $     9.6  $     4.2  $   2.9 

 Total Un-Mitigated Rate Increase 

(Prior to Rate Phase In) 
 $ 175.4  $ 100.7  $ 108.1  $ 81.4 

 Dollar amounts are shown in millions of dollars. 

Key Drivers of the Increase in Revenue Requirement by Year ($ Millions)

Major Driver
2024 2025 2026 2027
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 The Rate Plan also reflects the operating expenses necessary to maintain safe, adequate 679 

and reliable service, enable modernization of the distribution grid, and support the clean 680 

energy transition. 681 

Q. How can the Commission support the investment necessary to support the clean 682 

energy transition? 683 

A. As I discussed, supportive regulatory treatment would allow Ameren Illinois to raise 684 

the necessary capital to fund the investments and recover the reasonable and prudent costs 685 

necessary to support the clean energy transition. This includes both a rate of return and 686 

authorized capital structure adequate to maintain credit ratings and attract capital, aligned with 687 

investor expectations, and that includes returns on investments comparable to companies with 688 

similar risks. 689 

Q. What return on equity (ROE) has the Company reflected in its proposed base rate 690 

increase?  691 

A. The Company has reflected an ROE of 10.50% in its proposed base rate increase. 692 

Q. Why is the Company requesting the Commission to authorize this ROE? 693 

A. The requested ROE is within the range calculated by Mr. D'Ascendis and is considered 694 

by the Company to be adequate to maintain credit ratings and attract capital, aligned with 695 

investor expectations, and comparable with returns on investments for companies with similar 696 

risks. Customers expect and deserve reliable and safe service. As discussed previously, 697 

ongoing investment will be necessary to support the ongoing operation of the electric grid in a 698 

safe, reliable, and resilient manner and to support the clean energy transition. To fund these 699 

expenditures, the Company competes for capital in the capital markets. In those capital 700 
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markets, investors choose the market segments and companies in which to invest their funds. 701 

If the Company is not earning a sufficient ROE, investors will choose to invest elsewhere.   702 

Q. What capital structure is Ameren Illinois proposing? 703 

A. Ameren Illinois is proposing capital structures consisting of common stock between 704 

53.973% and 54.031% in the test years ended 2024 through 2027. 705 

Q. Why is it necessary to have a capital structure at this level? 706 

A. As explained by Ameren Illinois witness Sagel, the proposed capital structure takes 707 

into account AIC's stand-alone financial health and risk profile, while ensuring timely access 708 

to both debt and equity capital at reasonable costs. Importantly, the Company's proposed 709 

capital structures will support AIC's infrastructure investments to enhance customer service 710 

and reliability (with affiliated job creation benefits), while maintaining the strong financial 711 

position and credit ratings that AIC has preserved for a number of years.  The capital 712 

structures prudently balance the relative costs and benefits of debt and equity financing and 713 

establish financial strength and stability at reasonable weighted average capital costs, ensuring 714 

ongoing access to both debt and equity capital on reasonable terms. 715 

VI. RATE DESIGN 716 

Q. Is AIC including rate design in this filing? 717 

A. No. Pursuant to Section 16-105.5 of the Act, Ameren Illinois will omit the rate design 718 

component of its Rate Plan and subsequently separately file this component with the 719 

Commission.  Consistent with the Commission's order in Docket 22-0717, Ameren Illinois 720 

will submit a revenue-neutral rate design filing no later than one year after the tariffs 721 

implementing the Rate Plan are placed into effect. 722 
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Q. Is the Company aware of the Commission Low-Income Discount Rate Study Report 723 

to the Illinois General Assembly? 724 

A. Yes. On December 15, 2022, the Commission submitted a Low-Income Discount Rate 725 

Study Report (the Report) to the General Assembly. Although I am not an attorney, it is my 726 

understanding that the Commission considered the submission of the Report to be a requirement 727 

under 220 ILCS 5/9-241 of the Illinois Public Utilities Act, which requires the Commission to 728 

"assess whether low-income discount rates for electric and natural gas residential customers are 729 

appropriate in Illinois." The Report states that it summarizes recommendations from stakeholders 730 

and offers the Commission's recommendations based on the Report. 731 

Q. Does the Report offer any conclusions and recommendations?  732 

A. Yes. The Report offers a number of "tentative" conclusions and states that the 733 

Commission "will … open a docketed proceeding or proceedings" to act upon these conclusions. 734 

The Report also indicates that the Commission may initiate workshops or rulemakings. Lastly, 735 

the Report identifies a number of issues for further discussion. 736 

Q. Was anything else included with the Report to the General Assembly? 737 

A. Yes. A cover letter signed by the Commission Chair is included with the Report. The 738 

cover letter states that under Section 5/9-241, "upon completion of the study, the Commission 739 

shall have the authority to permit or require electric and natural gas utilities to file a tariff 740 

establishing low-income discount rates." The letter further states, "The Commission at its regular 741 

open meeting today directed large electric and gas utilities to file such low-income discount rate 742 

tariffs as part of the utilities' next rate design filing and encouraged small electric and gas utilities 743 

to do the same." 744 
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Q. Consistent with that direction, will Ameren Illinois file an electric low-income 745 

discount rate tariff as part of its next rate design filing? 746 

A. Yes. Ameren Illinois is studying the Commission's report and will review related 747 

developments in pending gas rate case dockets. Ameren Illinois will propose an electric low-748 

income discount tariff when Ameren Illinois submits a revenue-neutral rate design filing, 749 

which will be no later than one year after the tariffs implementing the Rate Plan are placed 750 

into effect. In developing its rate design, Ameren Illinois will take into consideration the 751 

perspectives of stakeholders on this important issue. 752 

Q. Does the statutory framework of the Multi-Year Rate Plan specifically allow for rate 753 

mitigation measures? 754 

A. Yes. While I am not an attorney, as I understand it, Section 16-108.18(d)(13) contains 755 

provisions that, where a rate change under a Multi-Year Rate Plan will result in a rate 756 

increase, allow Ameren Illinois to propose and the Commission to approve a rate phase-in 757 

plan.   758 

Q. Is the Company proposing such a plan? 759 

A. Yes, the company is proposing a rate phase-in plan under which new Rate Plan 760 

delivery services rates are implemented in 2 steps. In the first step, 50% of the approved rate 761 

increase for 2024 would be reflected in rates in 2024, and, in the second step, 100% of the rate 762 

increase for 2025 would be reflected in rates in 2025. Thus, Ameren Illinois’s plan defers 50% 763 

(the maximum allowed) of the 2024 delivery service rate increase that results from this 764 

proceeding, which reduces the amount to be collected from customers through delivery 765 

service rates in 2024. Ameren Illinois proposes that this deferred amount be collected over a 766 
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12-month period beginning in January 2026 via the Annual Adjustment mechanism described 767 

by Ms. Ballard. 768 

Q. Why is the Company proposing a rate phase in? 769 

A. The Company believes that a rate phase in provides the opportunity to smooth the 770 

overall delivery service rate impacts over the Rate Plan’s 4-year period. 771 

Q. How did the Company arrive at its rate phase in proposal? 772 

A. In arriving at this proposal, the Company considered the impact on delivery service 773 

rates that will result from this Rate Plan filing, along with the impacts of other known or 774 

reasonably predictable adjustments to delivery service rates on customers during the 4-year 775 

period.   The Company then arrived at a rate phase in plan that smooths the total delivery 776 

service rate impact over the 4-year period. 777 

Q. What are the impacts on base delivery service rates that will result from this Rate 778 

Plan filing? 779 

A. The impact on delivery service rates for each year of the four-year rate plan are 780 

reflected in the table below.  The impact on delivery service rates for each year is derived by 781 

starting with the revenue requirement in place during the prior calendar year and then 782 

adjusting that revenue requirement for forecasted changes in billing determinants.  This value 783 

for each year is shown in the table below in the row labeled "Total Un-Mitigated Rate 784 

Increase".   785 
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 786 

Q. What are the impacts of other known or reasonably predictable adjustments to 787 

delivery service rates on customers over the 4-year period? 788 

A. The Company identified two known or reasonably predictable adjustments to delivery 789 

service rates that will impact customers over the four-year period: the accelerated amortization 790 

of certain excess deferred income taxes (EDIT) pursuant to Ameren Illinois Rider EDITA 791 

(approved by the Commission in Docket 21-0738) and the application to customer bills in 792 

2024 and 2025 of the reconciliation amounts for calendar years 2022 and 2023 which will 793 

result from Rider MAP-R.   794 

 795 

Q. How did the company arrive at the EDITA Adjustment? 796 

A. The values reflected for the EDITA Adjustment are the current forecasts of the values 797 

included in the final order of Docket 21-0738, in which the Commission approved Rider 798 

EDITA. 799 

2024 2025 2026 2027

Test Year Revenues based on Prior Year Rates 1,106.8           1,272.5           1,368.9           1,474.1           

 Test Year Revenue Requirement 1,282.1           1,373.1           1,477.1           1,555.5           

Total Un-Mitigated Rate Increase 175.4              100.7              108.1              81.4                 

% Impact 15.8% 7.9% 7.9% 5.5%

Total Un-Mitigated Rate Increase (Prior to Rate Phase-In Plan) 

($Millions)
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Q. How did the Company arrive at the MAP-R Adjustment? 800 

A. For 2024, the value reflected is based on the Company's estimated calculation of the 801 

MAP-R reconciliation amount anticipated to be included in the MAP-R filing that will be 802 

made no later than May 1, 2023.  While this value could change as all 2022 year-end values 803 

are not yet final, the final value is not expected to be materially different compared to what is 804 

reflected here.  For 2025, the value reflected is the same value as is reflected for 2024, the 805 

Company's estimate of the MAP-R reconciliation amount anticipated to be included in the 806 

MAP-R filing that will be made no later than May 1, 2023.  In other words, the company is 807 

using an estimated reconciliation amount associated with the 2022 reconciliation as a proxy 808 

for the calendar year 2023 reconciliation amount. 809 

Q. Please explain why it is appropriate to use the estimated reconciliation amount 810 

associated with the 2022 reconciliation as a proxy for the calendar year 2023 reconciliation 811 

amount. 812 

A. When looking at the major drivers of the 2022 reconciliation amount (higher 30-year 813 

treasury rates in 2022 compared to 2020, actual 2022 year-end rate base compared to 2021 814 

projected year-end rate base, and 2022 actual O&M expense compared to actual 2020 O&M 815 

expense), it is expected that these same drivers will have similar impacts when calculating the 816 

reconciliation for calendar year 2023.  For example, the change in 30-year treasuries from 817 

2020 to 2022 was 1.5533%, which when converted to revenue requirement contributes $44 818 

million to the 2022 reconciliation.  The rates that will be in place during 2023 are based on a 819 

2021 30-year treasury rate of 2.052%.  If the 2023 30-year treasury rate is 3.5%, this would 820 

result in a change of 1.448%, which when converted into revenue requirement would 821 

contribute $41 million to the 2023 reconciliation. 822 
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Q. What are the total impacts on total delivery service rates after factoring in these 823 

adjustment items? 824 

A. The total impacts on delivery service rates after factoring in these adjustments are 825 

shown in the table below in the row labeled "Un-Mitigated Rate Increase w/Adjustments". 826 

  827 

Q. You stated earlier that the company is proposing to defer 50% of the 2024 rate 828 

increase that result from this proceeding. What is that value? 829 

A. The 2024 rate increase resulting from this proceeding is $175.4 million as reflected in 830 

the table above; 50% of that value is $87.7 million.  831 

Q. Is that the maximum amount that can be deferred under the rate phase in 832 

provisions? 833 

A. Yes. The provisions of Section 16-108.18(d)(13) allow the company to defer up to 834 

50% of the first-year rate impact. 835 

Q. How did the company arrive at its proposal to defer the maximum amount allowed 836 

under the Act? 837 
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A. In arriving at its rate mitigation proposal to defer the full 50% allowed under the Act, 838 

the Company focused on the unmitigated total impact after other reasonably expected delivery 839 

service adjustments in 2024 and 2025, with the goal to levelize the impacts across these first 840 

two years as much as possible. 841 

Q. How will AIC recover the deferred amounts? 842 

A. The provisions of Section 16-108.18(d)(13) allow the company to recover the deferred 843 

amounts, along with carrying costs at the weighted cost of capital, through a surcharge applied 844 

to customer bills that (1) begins no later than 12 months after the date on which the second 845 

step's rates went into effect (the January 2026 billing period) and (2) is applied over a period 846 

not to exceed 24 months.  The recovery mechanism is included in Rider PBR-R's Annual 847 

Adjustment mechanism, which is discussed further by Mr. Jackson and Ms. Ballard. 848 

Q. How did the Company arrive at its proposal to apply the surcharge beginning in the 849 

January 2026 billing period and to apply the surcharge over only a 12-month period? 850 

A. In arriving at this proposal, the Company considered the resulting rate impacts during 851 

the years 2025 through 2027, again with the goal of levelizing the impacts across this time 852 

period.  In addition, the Company also considered the additional carrying charges that 853 

customers would be required to pay if the period of time in which the surcharge is applied to 854 

customer bills extended beyond 12 months. 855 

Q. What is the resulting delivery service rate impact once the Company's rate phase in 856 

plan is applied? 857 

A. The resulting rate impact once the company's rate phase in plan is applied is shown in 858 

the table below in the row labeled "Total Mitigated Rate Increase". 859 
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 860 

VII. CONCLUSION 861 

Q. Please summarize your recommendation in this testimony. 862 

A. Supportive regulatory treatment to allow Ameren Illinois to recover the reasonable and 863 

prudent costs associated with the clean energy transition is essential to meet the objectives of 864 

the new performance based ratemaking framework and support the clean energy transition.  865 

Therefore, and for the reasons I state in my testimony as well as those explained by Ameren 866 

Illinois’ other witnesses in this proceeding, I recommend that the Commission approve 867 

Ameren Illinois’ Rate Plan as proposed.  868 

Q. Does this conclude your direct testimony? 869 

A. Yes.870 

2024 2025 2026 2027

Test Year Revenues based on Prior Year Rates 1,106.8 1,272.5 1,368.9 1,474.1 

 Test Year Revenue Requirement 1,282.1 1,373.1 1,477.1 1,555.5 

Un-Mitigated Rate Increase 175.4    100.7    108.1    81.4      

EDITA Adjustment (22.9) (20.3) -        -        

MAP-R Adjustment 100.0    100.0    -        -        

Rate Phase -In Plan Deferral (87.7) -        101.6    -        

Total Proposed Rates with Adjustments and Rate Phase-In 1,271.6 1,452.8 1,578.6 1,555.5 

Total Mitigated Rate Increase 164.8    181.2    125.8    (23.1)     

% Impact 14.9% 14.3% 8.7% -1.5%

Total Mitigated Rate Increase (with Adjustments and 50% Rate Phase-In Deferral over 12 Mo.) 

($Millions)
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APPENDIX 

STATEMENT OF QUALIFICATIONS 

JAMES C. BLESSING 
 

I obtained a Bachelor of Science degree in Electrical Engineering from the University of 

Missouri-Rolla in 1988 and a Masters degree in Business Administration from St. Louis University 

in 1998.  

I began my professional work experience as an Electrical Project Engineer for Southern 

Indiana Gas & Electric Company in October of 1988. In 1992, I accepted a position with the Power 

Generation Services Division of General Electric Company as a Field Engineer.  In 1994, I left 

General Electric Company to accept a position with Union Electric Company as a Plant Engineer 

at the Labadie Power Plant.  

In 1999, I transferred to Ameren Services’ Corporate Planning Department, where I held 

the position of Consulting Planning Engineer.  On January 1, 2004, I was promoted to the position 

Director of Resource Acquisition, and on October 15, 2004, my position was transferred to the 

Strategic Initiatives Department and my title was changed to Managing Supervisor, Power Supply 

Acquisition. I was promoted to Manager, Power Supply Acquisition in 2007. My position was 

then transferred from Ameren Services to AmerenCILCO effective January 1, 2009. Thereafter, 

on October 1, 2010, AmerenCILCO, along with AmerenIP, was merged into AmerenCIPS and 

renamed Ameren Illinois Company.  

In 2012, I was promoted to Director of Power Supply and Infrastructure Development.  In 

2013, my title was changed to Senior Director of Power Supply & Infrastructure Development.  

In, 2016, my title changed again to Senior Director of Energy Supply and Corporate Initiatives.  In 

2018, I was promoted to Assistant Vice President of Regulatory Policy & Energy Supply, and in 
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2019, I was promoted to my current position of Vice President of Regulatory Policy and Energy 

Supply.   


